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PUBLIC  HOUSING  AGENCIES 

Financing,  Tax  Exemption  of  Obligations 

The  Department  published  final  regu¬ 
lations  under  Part  811,  Subpart  A,  “Tax 
Exemption  of  Obligations  of  Public 
Housing  Agencies  Under  section  11(b) 
of  the  Act,”  on  October  30,  1975,  at  40 
PR  50531.  Notice  is  hereby  given  that  the 
Department  is  proposing  to  amend  Part 
811,  Subpart  A  in  several  respects,  as 
discussed  below: 

In  general  the  proposed  amendments 
would  clarify  the  existing  regulation  to, 
on  the  one  hand,  overcome  difiBculties  in 
finding  express  authority  under  State 
law  for  the  creation  or  utilization  of 
“agencies  or  instrumentalities”  by  public 
bodies  authorized  to  engage  in  housing 
for  low-income  families  and,  on  the  other 
hand,  provide  the  requisite  controls  to 
make  the  organization  in  fact  and  in  law 
an  “agency  or  instrumentality”  of  the 
parent  public  body  and  specifically  an 
“instnunentality”  to  carry  out  the  public 
purpose  of  the  Federal  tax  exemption. 
In  drafting  these  amendments,  special 
care  has  been  taken  to  prevent  the  abuses 
of  a  similar  form  of  financing  which  de¬ 
veloped  imder  the  former  Section  23 
program.  Congress  sought  to  prevent 
these  abuses  by  specifically  requiring 
HDTO  to  approve  the  financing  where 
Section  8  housing  assistance  payments 
are  pledged  as  security.  Particular  at¬ 
tention  is  directed  to  the  provisions  in 
the  proposed  amendments  restricting 
the  amount  and  use  of  the  bond  pro¬ 
ceeds  and  the  prohibition  against  arbi¬ 
trage  financing.  These  restrictions  in¬ 
clude  a  requirement  that  the  bond  pro¬ 
ceeds  be  escrowed  until  the  project  is 
completed  and  accepted  by  HUD,  thus 
assuring  that  the  bond  proceeds  will  not 
be  disbursed  and  that  no  tax  exemption 
will  be  provided  for  unacceptable 
projects. 

Specifically,  the  amendments  would 
make  the  following  changes: 

1.  A  definition  of  “Low-Income  Hous¬ 
ing  Project”  would  be  added  to  §  811.102 
to  clarify  that  the  term  includes  hous¬ 
ing  projects  for  families  and  persons 
within  the  income  range  covered  by  sec¬ 
tion  3(2)  of  the  Act  such  as  those  of 
lower  income  assisted  under  section  8 
and  those  that  may  otherwise  be  referred 
to  as  moderate-income  families  and  per¬ 
sons.  A  definition  of  “obligations”  would 
be  added  to  the  same  section  to  clarify 
that  the  term  “obligations”  includes,  but 
Is  not  limited  to,  bonds  and  notes 
(whether  or  not  secured  by  a  mortgage) . 

2.  New  paragraphs  (b)  (2)  and  (b)  (3) 
would  be  added  to  §  811.104  to  provide 
tljat  an  “agency  or  instrumentality”  un¬ 
der  the  Regulations  may  be  created  or 
utilized  ‘Isy  any  appropriate  means  not 
prohibited  by  State  law.”  Hie  imderlylng 
principle  is  that  the  prime  purpose  of  the 
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Regulation  Is  to  carry  out  tiie  Ckmgree- 
slonal  purpose  for  which  tax  exemption 
Is  provided  under  the  United  States 
Housing  Act  of  1937,  l.e.,  the  housing  of 
lower-inc(xne  families,  and  that  the 
Regtilation  should  therefore  not  pre¬ 
scribe  the  method  by  which  “agencies  or 
instrumentalities”  may  be  created  or 
utilized  by  the  parent  entity,  so  long  as 
that  method  is  not  prohibited  by  State 
law. 

3.  The  “agency  or  instrumentality” 
must  be  a  “not-for-profit”  organization 
and  its  activities,  assets  and  funds  must 
be  limited  to  carrying  out  a  low-rent 
housing  project  which  has  been  approved 
by  the  parent  entity  and  with  respect  to 
which  (a)  HUD  will  have  executed  a 
Housing  Assistance  Payments  Contract 
or  an  Agreement  to  enter  into  such  a 
Contract,  or  (b)  HUD  will  have  ap¬ 
proved  the  execution  of  such  an  Agree¬ 
ment  or  Contract  in  accordance  with  an 
Annual  Contributions  Contract  with 
HUD. 

4.  The  parent  entity  must  approve  the 
charter  and  by-laws  of  its  “agency  or  in¬ 
strumentality”  and  any  amendments 
thereto;  must  initially  approve  its  pro¬ 
grams  and  expenditures  and  make  an¬ 
nual  post- reviews;  must  approve  each  is¬ 
sue  of  obligations  not  more  than  60  days 
prior  to  issue;  must  review  annual  fiscal 
statements;  must  have  access  to  all  books 
and  accounts;  and  must  agree  to  receive 
title  to  any  property  financed  by  the  tax-- 
exempt  obligations.  If  in  conjunction 
with  issuance  of  the  obligations  title  is  to 
be  conveyed  to  the  parent  entity,  instru¬ 
ments  conveying  title  to  it  must  be  placed 
in  escrow,  and  in  such  case  full  legal  title 
must  be  obtained  by  the  p>arent  entity 
upon  retirement  of  the  obligations. 

5.  The  proceeds  of  the  obligations 
(other  than  temporary  obligations  is¬ 
sued  to  finance  construction)  must  be 
placed  in  escrow.  The  escrowed  funds 
shall  be  disbursed  only  upon  execution  of 
a  Housing  Assistance  Payments  Contract, 
except  for  prior  disbursements  for  rea¬ 
sonable  expenses  of  issuing  the  obliga¬ 
tions  and  for  capitalized  interest.  If  a 
Housing  Assistance  Payments  Contract 
is  not  executed  within  60  days  of  the  date 
by  which  completion  is  required  under  the 
applicable  Agreement  to  Enter  into  Hous¬ 
ing  Assistance  Payments  Contract,  the 
obligations  must  be  redeemed  at  par  plus 
accrued  interest  from  the  escrowed  pro¬ 
ceeds  of  the  obligations  unless  the  Agree¬ 
ment  is  amended  to  allow  additional  time. 
Any  net  earnings  belong  to  the  parent 
entity  and,  upon  dissolution  of  the 
“agency  or  instrumentality,”  title  to  all 
property  vests  in  the  parent  entity. 

6.  Section  811.105  would  be  amended 
to  expressly  authorize  use  of  the  proceeds 
of  the  bond  issue  to  cover  capitalized 
interest  during  construction  and  to  pro¬ 
vide  for  deposit  of  the  one-year  debt 
service  reserve  in  an  interest  earning  ac¬ 
count  with  the  earnings  available  only  for 
purposes  of  making  debt  service  payments 
on  the  obligations. 

7.  Arbitrage  obligations  are  prohibited 
but  temporary  construction  financing  is 
deemed  not  to  be  an  arbitrage  transac¬ 
tion. 


8.  The  provision  stating  that  this  regu¬ 
lation  is  not  applicable  to  obligations 
which  are  tax  exonpt  pmrsuant  to  other 
provisions  of  law  or  regulation  has  been 
amended  by  adding  the  qualifying  phrase 
“except  as  provided  in  24  CPR,  S§  880.115 

(c)  and  881.115(c).”  Amendments  to 
these  sections  are  being  proposed  in  to¬ 
day’s  edition  of  the  Federal  Register 
to  provide  that  the.  controls  and  limita¬ 
tions  required  by  the  proposed  amend¬ 
ments  to  Part  811  with  respect  to  an 
“agency  or  instrumentality”  shall  be  ap¬ 
plicable  even  where  the  tax  exemption  of 
the  obligations  of  a  PHA  (othef  tha'n 
a  Participating  Agency  under  Part  883) 
or  of  an  entity  created  or  utilized  by  such 
a  PHA  is  obtained  pursuant  to  Treasury 
Department  regulations,  rather  than 
Part  811. 

Since  the  proposed  amendments  are 
designed  to  provide  procedural  clarifica¬ 
tions  of  the  existing  regulation  and 
since  these  clarifications  are  necessary  to 
expedite  approval  of  financing  for  pro¬ 
jects  which  have  otherwise  been  ap¬ 
proved  by  the  Department  and  are  pend¬ 
ing  the  availability  of  financing  under 
Part  811,  Subpart  A,  the  Department  has 
determined  that  it  is  necessary  and  in 
the  public  interest  to  limit  the  period  for 
public  comment  to  15  days.  All  comments 
i-eceived  on  or  before  April  5,  1977,  will 
be  considered  before  adopting  a  final  rule. 

Submittals  should  refer  to  the  above 
Docket  Number  and  date  and  be  ad¬ 
dressed  to  the  Rules  Docket  Clerk,  OflBce 
of  the  Secretary,  Room  10141,  Depart¬ 
ment  of  Housing  and  Urban  Develop¬ 
ment,  451  Seventh  Street  SW.,  Wash¬ 
ington,  D.C.  20410.  A  copy  of  each  com¬ 
munication  will  be  available  for  public 
inspection  during  regular  business  hours 
at  the  above  address. 

A  finding  of  inapplicability  respecting 
the  National  Environmental  Policy  Act 
of  1969  has  been  made  in  accordance 
with  HUD  procedures.  In  addition,  a 
finding  of  inapplicability  of  infiation 
impact  statement  requirements  has  been 
made  in  accordance  with  HUD  proce¬ 
dures.  Copies  of  these  findings  will  be 
available  for  public  inspection  during 
regular  business  hours  at  the  address 
specified  above. 

It  is  therefore  proposed  to  amend  Title 
24  of  the  Code  of  Federal  Regulations 
by  amending  Part  811,  Subpart  A,  as 
follows: 

1.  Section  811.102  paragraphs  ic)  and 

(d)  would  be  redesignated  §  811.102  para¬ 
graphs  (e)  and  (f),  respectively,  and 
new  §§  811.102(c)  and  811.10a<d)  would 
be  added  to  read: 

§811.102  Definilioiis. 

*0*4* 

(c)  “Low-income  housing  project” 
means  any  low-income  housing  devel¬ 
oped,  acquired,  or  assisted  by  a  PHA 
under  the  Act,  and  the  improvement  of 
any  such  housing.  “Low-income  hous¬ 
ing”  means  housing  for  families  and 
persons  within  the  income  range  covered 
by  section  3(2)  of  the  Act  such  as  those 
of  lower  income  assisted  under  SectKm 
8  and  those  that  may  otherwise  be  re¬ 
ferred  to  as  moderate-income  families 
and  persons. 
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(d)  “Obligations”  Include,  but  are  not 
limited  to.  bonds  and  notes  (whether  or 
not  secured  by  a  mortgage) . 

2.  Paragraph  (b)  of  S  811.104  would 
be  redesignated  paragrai^i  (b)(1)  and 
new  paragraphs  (b)  (2)  and  (b)  (3)  would 
be  added  as  follows : 

§  811.104  Approval  of  Publir  Housing 
Agencie*. 

•  •  •  •  • 

(b)  *  •  • 

(2)  An  applicant  applying  as  an  agency 
or  instrumentality  shall  furnish  sufBcient 
evidence  to  establish  that  it  csoi  be 
created  or  utilized  by  the  parent  entity 
by  any  appropriate  means  not  prohibited 
by  State  law.  The  applicant  shall  be  a 
not-for-profit  entity  which  as  to  form 
may  be  a  corporation,  trust,  commission, 
bureau,  tribe,  district,  authority,  unin¬ 
corporated  association  or  other  form  of 
organization.  The  docmnentary  evidence 
required  under  paragraph  (b)  (1)  of  this 
section  shall  include  an  opinion  of  coim- 
sel  acceptable  to  the  D^artment  that 
the  applicant  meets  the  requirements  of 
paragraphs  (a)  (1)  and  (2)  of  this 
section. 

(3)  An  applicant  applying  as  an  agency 
or  Instrumentality  shall  furnish  suffi¬ 
cient  evidence  to  establish  that  activities 
to  be  p>erformed  by  the  applicant,  and 
fimds  and  assets  connect^  therewith, 
shall  be  limited  to  carrying  out  a  low- 
income  housing  project  which  has  been 
approved  by  the  parent  entity  and  with 
respect  to  which  the  Department  will 
have  executed  a  Housing  Assistance  Pay¬ 
ments  Contract,  or  an  Agreement  to  en¬ 
ter  Into  such  a  Contract,  pursuant  to  the 
Act  Or  will  have  executed  Its  written 
approval  of  the  execution  of  such  an 
Agreement  or  Contract  in  accordance 
with  an  Annual  Contributions  Contract 
with  the  Department.  The  organization, 
activities,  funds  and  assets  of  the  appli¬ 
cant  shall  be  subject  to  the  following 
additional  requirements: 

(i)  Approval  by  the  parent  entity  of 
the  charter  or  other  organic  document 
and  of  the  by-laws;  such  organic  instru¬ 
ment  and  by-laws  shall  specify  that  any 
amendments  are  subject  to  approval  by 
the  parent  entity, 

(li)  Approval  by  the  parent  entity  of 
the  projected  program  and  projected  ex¬ 
penditures  of  the  appliccmt  and  annual 
post-review  of  the  program  and  expend¬ 
itures. 

(ill)  Approval  by  the  parent  entity  of 
each  issue  of  obligations  of  the  applicant 
not  more  than  60  days  prior  to  the  date 
of  issue. 

(Iv)  Annual  review  by  the  parent  en¬ 
tity  of  the  applicant’s  activities  and  fi¬ 
nancial  statements  for  the  prior  year, 
including  the  annual  statements  of  in¬ 
come  and  expenditures. 

(V)  Access  by  the  parent  entity  at  any 
time  to  all  books  and  records  of  the  ap¬ 
plicant. 

(vl)  Agreement  by  the  parent  entity 
to  accept  title  to  any  real  or  personal 
property  financed  by  the  obligations. 

(vll)  If  in  conjunction  with  the  issu¬ 
ance  of  the  obligations  title  is  to  be 
conveyed  to  the  parent  mttty,  instru¬ 
ments  making  such  conveyance  shall  be 


placed  in  escrow  with  Instructicms  that 
the  escrow  agent  deliver  such  Instru- 
mmts  of  title  to  such  parent  entity  upon 
the  retirement  of  the  obUgatlons  or  at 
such  earlier  time  as  may  be  established 
in  conjunction  with  the  Issuance  of  the 
obligations.  In  such  event  the  parent 
entity  shall  obtain,  upon  retirem^t  of 
the  obligations,  full  legal  title  to  the 
property  with  respect  to  which  the  m- 
debtedness  is  incurred  free  of  encum¬ 
brances  created  subsequent  to  the 
acquisition  of  the  property  by  the  appli¬ 
cant.  Examples  of  encumbrances  are 
options,  lease  renewals  or  lease  exten¬ 
sions  exercisable  by  any  person  other 
than  the  parent  entity. 

(vlU)  'Ihe  proceeds  of  any  obliga- 
tion(s)  issued  pursuant  to  this  Subpart 
A  (other  than  temporary  obligations  is¬ 
sued  to  finance  construction  or  rehabili¬ 
tation)  shall  be  placed  in  escrow.  The 
escrowed  proceeds  shall  be  disbursed 
only  upon  execution  of  a  Housing  As¬ 
sistance  PaymMits  Contract  covering  the 
project  with  respect  to  which  the  obli¬ 
gation  (s)  was  issued  except  for  prior 
disbursements  for  reas<Miable  expenses 
of  issuing  the  obligations  and  for  capi¬ 
talized  interest.  In  the  event  that  such 
Contract  is  not  executed  within  60  days 
of  the  date  by  which  completion  is  re¬ 
quired  under  the  applicable  Agreement 
to  Enter  into  Housing  Assistance  Pay¬ 
ments  Contract,  the  obligation  (s)  shall 
be  redeemed  at  par,  plus  accrued  in¬ 
terest.  from  the  proce^  of  the  obliga¬ 
tions.  provided  that  the  obligations  shall 
not  be  required  to  be  redeemed  in  the 
event  (a)  the  Agreement  is  amended  to 
allow  additional  time  and  (b)  additional 
funds  to  pay  any  late  completion  penalty 
are  added  to  the  escrowed  proceeds  of 
obllgation(s> . 

(ix)  Any  net  earnings  of  the  appli¬ 
cant  (beyond  those  necessary  for  retire¬ 
ment  of  the  indebtedness  or  to  carry  out 
the  low-rent  housing  project)  may  not 
inure  to  the  benefit  of  any  person  other 
than  the  parent  entity. 

(X)  Upon  dissolution  of  the  applicant, 
title  to  all  property  owned  by  such  ap¬ 
plicant  shall  vest  in  the  parent  entity.” 

3.  Section  811.105  would  be  amended 
by  deleting  it  and  substituting  the  follow¬ 
ing: 

§811.105  .\niount  of  obligations  and 
use  of  proceeds. 

(a)  Obligations  shall  be  tax-exempt 
under  §  811.103(a)  only  if  the  amount  of 
the  obligations  is  determined  by  the  De¬ 
partment  not  to  exceed  the  estimated 
reasonable  development  cost  of  the  proj¬ 
ect  plus  reasonable  expenses  of  issuing 
the  obUgatlcxis.  Reasonable  development 
cost  may  include  capitalized  interest  dur¬ 
ing  construction  and  an  amount  suffi¬ 
cient  to  establish  a  reserve  f\md  equal  to 
one  year’s  debt  service.  Ihe  reserve  fimd 
shall  be  deposited  in  an  interest  earning 
account,  and  this  fund  and  interest  In- 
cmne  shall  be  available  (xily  for  the  pur¬ 
pose  paying  principal  and  interest  on 
the  obllgatkms. 

(b)  Arbitrage  obligations  are  not  eligi¬ 
ble  under  this  Subpart  A.  The  issuance 
ot  temporary  obllgaticms  to  finance  ccm- 


struction  or  rehabilitation  of  an  ellglUe 
project  vdilch  are  to  be  liquidated  upon 
its  completion  with  the  iHOceeds  of  per¬ 
manent  financing  pursuant  to  this  Sub¬ 
part  shall  not  be  deemed  to  constitute 
an  arbitrage  transaction. 

4.  Section  811.107  would  be  amended 
to  read: 

§  811.107  Inapplicability  to  tax  exemp¬ 
tion  other  than  under  «t'ction  11(b). 

The  provisions  of  this  subpart  shall 
not  be  applicable  to  obligations  issued 
pursuant  to.  or  purporting  to  be  tax  ex¬ 
empt  under,  any  other  provision  of  law  or 
Governmental  regulation,  except  as  pro¬ 
vided  in  24  CPR,  §5  880.115(c)  and 
881.115(0. 

(Sec.  7(d),  Department  of  HUD  Act,  (42 
U.S.C.  3536(d));  sec.  S(b)  of  the  United 
States  Horising  Act  of  1937,  (42  U  S  C.  1437c 
(b)).) 

Note. — It  Is  hereby  certified  that  the  eco¬ 
nomic  and  Inflationary  Impacts  of  this  regu¬ 
lation  have  been  carefully  evaluated  In  ac¬ 
cordance  with  OMB  Circular  A-107. 

Issued  at  Washington,  D.C.  on  March 
15.  1977. 

Joseph  Btjrstsin, 

Acting  Assisting  Secretary 
tor  Housing. 

|PR  Doc.77  8243  Filed  3-17-77:8:45  ami 

[  24  CFR  Part  880  ] 

(Docket  No.  R-77-380J 

SECTION  8  HOUSING  ASSISTANCE 
PAYMENTS  PROGRAM 

New  (^instruction 

The  Department  published  regulations 
for  effect  for  the  Section  8  Housing  As¬ 
sistance  Payments  Program — New  Con¬ 
struction  on  April  26.  1976.  41  PR  17468. 
Miscellaneous  amendments  were  pub¬ 
lished  on  September  29,  1976,  41 
42951. 

Notice  is  hereby  given  that  the  De¬ 
partment  is  proposing  to  amend  Part  880 
of  Title  24  in  several  respects. 

Section  880.106(a)  would  be  revised  to 
clarify  that  a  State  Housing  Finance  or 
Development  Agency  administering  a 
project  pursuant  to  an  ACC  under  Part 
880  is  eligible  to  receive  a  fee  for  ad¬ 
ministration  if  the  amount  charged  for 
the  loan  by  the  State  Agency  to  the 
Owner  is  no  greater  than  the  Agmey’s 
cost  of  borrowing.  This  makes  explicit 
the  result  reached  under  the  current  pro¬ 
vision,  which  has  been  interpreted  to  au¬ 
thorize  a  fee  for  State  Agencies  only 
when  their  charge  for  the  loan  to  the 
(Owner  is  no  greater  than  their  cost  of 
borrowing. 

Section  880.115  would  be  revised  to 
provide  that  certain  provisions  of  Part 
811.  “Tax  Exemption  of  Obligations  of 
PHAs  xmder  section  11(b)  of  the  Act,” 
including  amendments  being  proposed  in 
today’s  edition  of  the  Federal  Register, 
shall  be  {4>Pllcable  when  the  financing  is 
by  obllgaticms  of  a  PHA  (other  than  a 
Participating  Agency  imder  Part  883) 
or  an  entity  created  or  utilized  by  such 
a  PHA  even  when  the  tax  exemption  of 
the  obligations  is  obtained  piirsuant  to 
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Treasury  Department  regulations,  rather 
than  Part  811.  A  discussion  of  these  Part 
811  provisions  can  be  found  in  the  pre¬ 
amble  to  the  amendments  proposed  to 
Part  811  published  today. 

Conforming  amendments  to  Part  881, 
the  Section  8  Substantial  Rehabilitation 
Program  Regulations,  will  be  published 
for  effect  when  the  amendments  to  Part 
880  now  being  proposed  are  published 
for  effect. 

Since  these  proposed  amendments  are 
incidental  to  the  proposed  Part  811 
amendments  and  are  necessary  for  con¬ 
sistency  with  them,  the  Department  has 
determined  that  it  is  necessary  and  in 
the  pubUc  interest  to  limit  the  period  for 
public  comment  to  15  days,  which  is  the 
same  period  as  that  provided  for  the 
Part  811  amendments. 

Written  comments  and  suggestions  will 
be  received  until  April  5,  1977.  HUD  will 
make  such  modifications  as  it  deems  ap¬ 
propriate  in  the  final  regulations.  Writ¬ 
ten  comments  should  refer  to  the  docket 
number  and  date  and  should  be  sub¬ 
mitted  to  the  Rules  Docket  Clerk,  OflBce 
of  the  Secretary,  Room  10141,  Depart¬ 
ment  of  Housing  and  Urban  Develop¬ 
ment,  451  Seventh  Street  SW.,  Washing¬ 
ton,  D.C.  20410.  A  copy  of  each  such  com¬ 
munication  will  be  available  for  public 
Inspection  during  regular  business  hours 
at  the  above  address. 

A  finding  of  inapplicability  respecting 
the  National  Environmental  Policy  Act 
of  1969  has  been  made  in  accordance 
with  HUD  procedures.  In  addition,  a  find¬ 
ing  of  inapplicability  of  inflation  impact 
statement  requirements  has  been  made  in 
accordance  with  HUD  procedures.  Copies 
of  these  findings  will  be  available  for 
public  inspection  during  regular  business 
hours  at  the  above  address. 

It  is  tiierefore  proposed  to  amend  Part 
880  by  revising  S  880.106(a)  and  by  add¬ 
ing  a  new  §  880.115(c),  as  follows: 

1.  Section  880.106(a)  woiUd  be  revised 
by  inserting  the  following  at  the  end 
thereof: 

§  880.106  Maximum  Total  ACC  Com- 
mitmrnt  and  Project  Account  (Pn- 
vate-Owncr/PHA  Projects). 

(a)  •  •  * 

Where  the  PHA  is  a  State  Housing 
Finance  or  Development  Agency,  the 
maximum  total  annual  contribution 
Shan  not  Include  a  fee  for  the  regular 
costs  of  administration,  nor  shall  the 
agency  be  eligible  for  a  fee  for  the  pre¬ 
liminary  costs  of  administration,  if  the 
amoimt  charged  for  the  loan  by  the 
agency  to  the  Owner  is  greater  than  th^ 
agency’s  cost  of  borrowing. 

2.  A  new  S  880.115(c)  would  be  added 
to  read: 

§  880.115  Financing. 

•  •  •  *  • 

(c)  Applicabttity  of  Certain  Provisions 
of  24  CFR,  Part  Ell.  Where  Financing  is 
by  a  PHA  or  Entity  Created  or  Utilized 
by  a  PHA.  Where  the  financing  is  by  obli¬ 
gations  of  a  PHA  (other  than  a  Partici¬ 
pating  Agency  under  Part  883)  or  an  en¬ 
tity  created  or  utilized  by  such  a  PHA 
which  obligations  are  tax  exempt  piirsu- 


FEDERAL 


ant  to  Treasxiry  Department  regulations, 
rather  than  24  CFR,  Part  811,  ‘‘Tax  Ex¬ 
emption  oi  Obligaticms  of  PHAs  imder 
section  11(b)  of  the  Act,**  i  811.104(b) 
shall  nevertheless  be  niyiicable 

(Sec.  7(d) .  Department  of  HUD  Act,  (43 
UH.C.  3535(d));  sec.  6(b)  of  the  United 
States  Housing  Act  of  1937,  (42  UH.C.  1487c 
(b) ) ;  sec.  8  of  the  United  States  Housing 
Act  of  1937.  (42  UJ9.C.  1437f).) 

Note. — ^It  Is  hereby  certified  that  the  eco¬ 
nomic  and  Infiationary  impacts  of  this  regu¬ 
lation  have  been  carefully  evaluated  In  ac¬ 
cordance  with  OMB  Circular  A-107. 

Issued  at  Washington,  D.C.  on  March 
15,  1977. 

Joseph  Burstein, 

Acting  Assistant  Secretary 
for  Housing. 

[PR  Doc.77-8244  PUed  3-17-77;8:45  am.) 

[24  CFR  Part  883] 

[Docket  No.  R-77-309] 

SECTION  8  HOUSING  ASSISTANCE  PAY¬ 
MENTS  PROGRAM,  HOUSING  RNANCE 

AND  DEVELOPMENT  AGENCIES 

Maximum  Total  ACC  Commitment  and 
Project  Account 

The  Department  proposes  to  amend 
Title  24  by  revising  S883.203(a)  to  per¬ 
mit  the  maximum  total  annual  contri¬ 
bution  that  may  be  contracted  for  in  an 
Annual  Contributions  Contract  between 
the  Department  and  a  State  Housing  Fi¬ 
nance  and  Development  Agency  to  in¬ 
clude  a  fee  for  the  regular  costs  of  ad¬ 
ministration  if  the  amount  charged  for 
the  loan  by  the  State  Agency  to  the 
Owner  is  no  greater  than  the  Agency’s 
cost  of  borrowing.  In  this  event,  a  fee  for 
the  preliminary  costs  for  administration 
would  also  be  paid. 

Section  883.203  as  now  published  does 
not  provide  for  a  fee  to  be  pcdd  to  the 
State  Ag^cy  for  administration  of  the 
project  because  the  usual  practice  of 
State  Agencies  is  to  cover  their  expenses 
by  charging  a  spread  between  their  cost 
of  borrowing  and  their  charge  for  lend¬ 
ing  to  the  owner.  Although  State  Agen¬ 
cies  ordinarily  obtain  tax  exemption  for 
their  obligations  pursuant  to  Treasury 
Department  regulations,  there  may  be 
cases  where  they  will  find  it  necessary  or 
desirable  to  obtain  the  tax  exemption 
imder  HUD  regulations  on  “Tax  Exemp¬ 
tion  of  Obligations  of  PHAs  imder  sec¬ 
tion  11(b)  of  the  Act,”  24  CFR.  Part  811. 
Amendments  to  Part  811  being  proposed 
in  today’s  edition  of  the  Federal  Regis¬ 
ter  make  arbitrage  obligations  ineligible 
for  tax  exemption  under  Part  811,  so 
that  a  State  Agency  acting  under  Part 
811  would  be  prohibited  from  charging 
more  than  its  cost  of  borrowing.  Accord¬ 
ingly,  these  amendments  to  Part  883  are 
being  proxised  to  permit  a  fee  to  be  paid 
to  the  State  Agency  in  such  cases.  Under 
these  amendm^ts,  it  will  also  be  possi¬ 
ble  for  a  State  Agoicy  to  qualify  for  a 
fee  even  when  the  tax  ex^nption  is  ob¬ 
tained  pursuant  to  Treasury  Depart¬ 
ment  regulations,  if  the  Agoicy  charges 
no  more  for  the  loan  than  its  cost  of  bor¬ 
rowing. 
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Since  these  proposed  amendments  are 
incidental  to  the  proposed  Part  811 
amendments  and  are  necessary  for  con- 
sistmcy  with  them,  the  Department  has 
determined  that  it  is  necessary  and  in 
the  puUlc  interest  to  limit  the  period  for 
public  comment  to  15  days,  which  is  the 
same  period  as  that  provided  for  the 
Part  811  amendments. 

Written  comments  and  suggestions 
will  be  received  imtU  April  5,  1977.  HUD 
will  make  such  modifications  as  it  deems 
Appropriate  in  the  final  regulations. 
Written  comments  should  refer  to  the 
docket  number  and  date  and  should  be 
submitted  to  the  Rules  Docket  Clerk,  Of¬ 
fice  of  the  Secretary,  Room  10141,  De¬ 
partment  of  Housing  and  Urban  Etevel- 
opment,  451  Seventh  Street.  SW..  Wash¬ 
ington.  D.C.  20410.  A  copy  of  each  such 
communication  will  be  available  for  pub¬ 
lic  inspection  during  regular  business 
hours  at  the  above  address. 

A  finding  of  inapplicability  respecting 
the  National  Enviiunmental  Policy  Act 
of  1969  has  been  made  in  accordance 
with  HUD  procedures.  In  addition,  a 
finding  of  Inapplicability  of  inflation  im¬ 
pact  statement  requirements  has  been 
made  in  accordance  with  HUD  proce¬ 
dures.  Copies  of  these  finding, s  will  be 
available  for  public  inspection  during 
regular  business  hours  at  the  above  ad¬ 
dress. 

It  is  therefore  proposed  to  revise 
§  883.203(a)  to  read: 

§  883.203  Maximum  total  ACC  romniil- 
ment  and  project  account. 

(a)  Maximum  total  ACC  commit¬ 
ment.  'ITie  maximum  total  axmual  con¬ 
tribution  that  may  be  contracted  for  in 
the  ACC  for  a  project  shall  be  the  total 
of  the  Gross  Rents  for  all  the  Contract 
units  in  the  project,  plus  a  Financing 
CTost  Contingency  (if  the  HFA  is  using 
its  set-aside  for  the  project)  for  possible 
Increases  in  Contract  Rents  result¬ 
ing  from  higher  financing  costs,  pur¬ 
suant  to  S  883.205(c)  (2) .  In  addition,  the 
maximum  total  annual  contribution  may 
Include  a  fee  for  the  regular  costs  of 
HFA  administration  if  the  amount 
charged  for  the  loan  by  the  HFA  to  the 
Owner  is  no  greater  than  the  HFA’s  cost 
of  borrowing.  Where  the  HFA  qualifies 
for  a  fee  for  the  regular  costs  of  admin¬ 
istration,  HUD-approved  preliminary 
costs  for  administration  (including  ad¬ 
ministrative  costs  in  connection  with 
HFA  activities  related  to  relocation  of 
occupants)  shall  be  payable  out  of  the 
maximum  total  annual  contribution. 

(Sec.  7(d).  Department  of  HUD  Act,  (42 
UB.C.  3535(d)):  sec.  6(b)  of  the  United 
States  Housing  Act  of  1937.  (43  UB.C.  1437o 
(b) ) ;  sec.  8  of  the  United  States  Housing 
Act  of  1937,  (42  US.C.  1437F) .) 

Note. — It  is  hereby  certified  that  the  eco¬ 
nomic  and  Inflationary  Impacts  of  this  reg¬ 
ulation  have  been  carefully  evaluated  In  ac¬ 
cordance  with  OMB  ClrciUar  A-107.  , 

Issued  at  Washingtcxi,  D.C.  on  Biarch  | 
15,  1977. 

Joseph  Burstein, 

Acting  Assistant  Secretary 
for  Housing. 

[FR  Doc.77-8245  PUed  3-17-77:8:45  am] 
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